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LETTER OF TRANSMITTAL 


U.S. SENATE, 
May 14, 1959. 
Hon. Jonn L. McCietxian, 
Chairman, Senate Committee on Government Operations, 
Senate Office Building, Washington, D.C. 

My Dear Mr. Cuarrman: There is attached for your consideration 
a letter addressed to the Honorable John Foster Dulles under date of 
January 9, 1959, relative to a study made by the staff of the Com- 
mittee on Government Operations into some of the problems con- 
at a number of the U.S. Embassies and consulates in Western 
Curope. 

The report from Mr. William B. Macomber, Jr., Assistant Secretary, 
Department of State, dated May 8, 1959, incorporated herein, sets 
forth details concerning realty problems at Paris, London, and Geneva. 
This information was submitted in response to the request made by 
me, as chairman of the Subcommittee on Reorganization and Inter- 
national Organizations, based upon reported deficiencies in operations 
or the need for administrative actions as developed by members of 
the staff, following consultations with Government officials in the 
course of an official committee trip to Europe in November—December 
1958. 

There is also included a report from the Department of the Treasury 
relative to the present utilization of local currencies and their possible 
availability for utilization in connection with the development of the 
Ss foreign service buildings programs. 

The information contained herein should prove to be of value to 
Members of the Congress, and particularly to those who are members 
of the Committees on Appropriations and of the Committees on 
Foreign Relations of the Senate and Foreign Affairs of the House of 
Representatives. The attached material is, therefore, submitted to 
you for your consideration for printing in the form of a committee 
print for this purpose. 

Sincerely yours, 
Husert H. Humpurey, 
Chairman, Subcommittee on Reorganization and International 
Organizations. 
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U.S. Senate, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
SUBCOMMITTEE ON REORGANIZATION AND 
INTERNATIONAL ORGANIZATIONS, 


January 9, 1959. 
Hon. Joun Foster DuLugEs, 


Secretary of State, 
Washington, D.C. 


Dear Mr. Secretary: The Subcommittee on Reorganization and 
International Organizations of the Senate Committee on Government 
Operations, of which I am chairman, recently made a brief study of 
some of the problems confronting a number of the U.S. Embassies 
and consulates in Western Europe. Special attention was given to 
the feasibility of effecting necessary improvement of embassy, con- 
sular and staff buildings, facilities, and services in Paris, Geneva, and 
Berlin through the use of foreign currencies and credits. This study 
was based on a staff report submitted to this committee in 1952, 
following an intensive investigation into the public buildings and hous- 
ing situations then existing in Paris and other Western European 
nations. 

At that time the staff recommended that much of the property then 
owned by the U.S. Government in Paris could be sold to advantage 
and the proceeds therefrom applied to the construction of new and 
modern buildings that were then badly needed. It was further recom- 
mended that any deficiencies that might develop through implementa- 
tion of comprehensive programs in these areas could be covered by 
the expenditure of French francs in the form of counterpart funds. 

Another recommendation of the staff in 1952 was that counterpart 
funds be utilized for the building of apartment-house units for use of 
foreign-service personnel, in lieu of the dollar-subsistence allowances 
to cover the increased cost to such employees in the Paris area. 

In a recent survey made under my direction, as chairman of the 
Subcommittee on Reorganization and International Organizations, it 
was developed that practically nothing had been accomplished during 
the past 6 years to carry out these objectives, except in London and 
Madrid. It appeared further that the situation in Paris still remains 
deplorable, progress being limited to purchase of two apartment 
buildings and certain other units in cooperative apartment structures 
in or near Paris. According to information developed by the sub- 
committee, the latter procurements are still inadequate to the needs of 
our Government and, by continuing to pay cost of living differentials 
in dollars to foreign-service personnel, it is doubtful that the U.S. 
Government is taking full advantage of large sums of foreign curren- 
cies which could be made available to correct this situation if appro- 
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2 FOREIGN SERVICE BUILDINGS OPERATIONS 


ome requests were made by the Department of State and approved 
y the Congress. 

In order that the subcommittee may submit a complete and accurate 
report regarding this situation to the jurisdictional committees and 
interested Members of Congress, I am writing to request the following 
information relative to the status of some of the public buildings 
operations and programs in the European area: 


PARIS, FRANCE 


Extension of Embassy and staff-office facilities 

The subcommittee has been informed that there have been a number 
of alternative plans prepared and considered with the objective of 
providing solutions to the foreign buildings program in the Paris area. 
It is my understanding that four or more such plans have been sub- 
mitted but that no official action has yet been taken on any of these 
proposals. I am therefore requesting that you direct the appropriate 
officer of the Department of State to submit to this subcommittee 
details of all such plans, regardless of the source, along with the esti- 
mated cost of each plan, as well as a report relative to the present 
status of the proposed program. 

Specifically, the subcommittee requests that complete information 
be submitted relative to all office or other properties which the U.S. 
Government now owns in Paris, together with the original cost, the 
book or prospective sales value as of January 1, 1959, and which of 
these properties would be involved in each of the proposals now under 
consideration for expansion of these facilities. 


Ambassador’s residence 


The subcommittee also requests the following information relative 
to the Ambassador’s residence now in use: (a) When the building was 
originally constructed; (b) the initial cost; (c) condition today; (d) re- 
pairs that, have been required during the past 6 years (indicating the 
years the repairs were made); and (e) major repairs anticipated, to- 
gether with estimated cost. The subcommittee also desires informa- 
tion as to (a) the estimated cost that would be involved in the pur- 
chase of other property for the construction of a new residence for the 
Ambassador in Paris, and (5) details relative to the proposed use of 
other properties now owned by the U.S. Government which may be 
adaptable for the Ambassador’s residence, including estimates as to 
alterations and renovations that would be required to renovate and 
modernize such property. 


Construction or purchase of staff housing 


It is further requested that information be furnished to the sub- 
committee as to why Public Law 480 funds or other foreign currencies 
have not been used more extensively for the purchase or construction 
of additional staff housing. The subcommittee found that Paris rents 
are skyrocketing, and that there is only one housing unit for every 
seven or eight U.S. employees in the Paris area. While it is agreed 
that our Government should not consider building more ‘“‘compounds,”’ 
the subcommittee requests that it be fully advised as to whether any 
— has been given to the utilization of Public Law 480 or counter- 
part funds for the purchase of cooperative apartments in buildings now 
under construction in Paris. If such a program is in progress, please 
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advise us as to the extent to which it has been utilized, the number of 
such units it is proposed to purchase, the cost and proposed liquida- 
tion thereof, ma such information as is nec to enable congres- 
sional committees to determine whether the staff housing already pro- 
cured has proved to be a good investment. The subcommittee wishes 
to include specific data in its report to the Congress:as to whether it 
is costing less to — and maintain U.S. Government-owned staff 
housing in Paris than it would if the Government continues to pay 
the individual cost-differential allowances. 

Information has been submitted to the subcommittee to the effect 
that extensive Chere of time are lost in house hunting by staff per- 
sonnel assigned to the Paris area. If available, it would be helpful 
to the subcommittee if estimates as to such time lost, ineluding the 
estimated monetary loss that has accrued as a result of such lost time, 
are submitted with your report. 


Departmental recommendations 


Finally, the subcommittee desires to have your own views and 
recommendations relative to (a) the proposal that more extensive 
utilization be made of Public Law 480 and other foreign currencies 
in providing new office building facilities, (6) a new or renovated resi- 
dence for the Ambassador, (c) the proposed purchase or construction 
of more apartments for staff personnel through the utilization of 
foreign currencies now available, and (d) estimates as to dollar savings 
that would result from full implementation of these programs. 


Other operating expenses 


In the process of developing information relative to the operations 
of Embassies and consulates in the European area, it was brought out 
that considerable sums of American dollars are now being expended in 
all of the Western European nations visited by members of the sub- 
committee or the staff, for administrative purposes, which might be 
paid out of foreign currencies now available under Public Law 480 
counterpart funds, or other sources, in addition to cost differential 
expenditures for employee housing referred to above. 

Also, information was obtained relative to the extensive use of 
American dollars for transportation and representation enses, 
which might be paid out of foreign credits now available, if authorized 
by the Congress. 

The subcommittee, therefore, requests a complete report on these 
phases of the foreign-operations program, together with your recom-~ 
mendations for improvements and suggestions relative to the exten- 
sion of authority to permit effecting economies in dollar expenditures 
through the use of such foreign credits. It would also be helpful if 
estimates of dollar savings under these proposals, in each area, could 
be supplied. 


Foreign currencies available 


The subcommittee is requesting the Secretary of the Treasury to 
prepare and submit a complete tabulation of the total available local 
currencies on deposit in France, Switzerland, Germany, Italy, and 
Great Britain which would be available for the above purposes, in 
lieu of appropriated dollars. The subcommittee proposes to submit 
this information to the Congress, along with the details herein 
requested from your department, as soon as it is available. 
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GENEVA, SWITZERLAND 


In connection with hearings held by the subcommittee, on operations 
of the World Health Organization at Geneva, a study. was made 
relative to the facilities’ available to the U.S. representative to inter- 
national organizations in Geneva—consul general. The information 
obtained by the subcommittee indicates that there is a similarity 
between the operations of the Geneva post relative to the interna- 
tional groups located there and the U.S. delegation to the United 
Nations in New York City. From these preliminary studies, the 
subcommittee wishes to procure all available data relative to whether 
enough emphasis has been placed upon the importance of the opera- 
tions of the Geneva office and the need for a sufficient staff and 
adequate facilities to carry out the responsibilities of the U.S. Govern- 
ment in Geneva. 


Headquarters in Geneva 


The subcommittee believes it is necessary to assume that the United 
Nations, its affiliated organizations, and other international groups 
headquartered in Geneva, are permanent in nature and that the 
needs of the post should be built on this premise. There is general 
agreement that Geneva has become increasingly more important. as a 
world international gathering place and a meeting place for many 
bs «peep conferences, including those on a ministerial and summit 
evel. 

It is the view of the subcommittee that to carry out its responsi- 
bilities effectively, the consulate at Geneva requires adequate office 
building facilities located near the Palais des Nations in which to 
house properly its permanent staff as well as to provide adequate 
facilities to service the many U.S. delegations attending international 
conferences. It was developed both at Geneva and through officials 
of the Foreign Buildings Operations in Paris that certain lands are 
now available, which are suitable for this purpose, near the Palais des 
Nations, in close proximity to a location where a new first-class hotel 
is proposed to be erected. This site would, according to information 
developed by the subcommittee, save large sums of money now being 
spent for housing in the DuRhone Hotel both for consulate quarters 
and for conference discussions, as well as for transportation expenses. 
It is understood that considerable funds are now being expended for 
rental of conference quarters on a periodic basis at the DuRhone 
Hotel, and for hire of automobiles for the official use of delegations. 

According to information developed by the subcommittee staff, 
real-estate prices in Geneva have practically doubled in recent years 
and the site now under consideration can be obtained at a fairly 
reasonable price. The consensus, however, is that, unless early action 
is taken to acquire premises in this area, the U.S. Government will 
eventually be required to purchase less desirable space at an 
increased cost. This proposed site would have the further advantage 
of being in the same general location as other permanent delegations 
in Geneva, such as buildings already constructed by the U.S.S.R., 
United Kingdom, Canada, and Italy, in immediate proximity to the 
United Nations building. 
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Residence for principal officer 

It was reported to the subcommittee that the present principal 
officer, when assigned to Geneva, was unable to locate a residence 
suitable for his needs for more than 6 months after he arrived in 
Geneva and that the present facilities provided are inadequate. It 
is believed that in order to support the prestige of the United States 
in Geneva, in accordance with the actual and potential importance 
of that post, it is essential that adequate housing accommodations 
be provided either by (a) the construction of a new modern house, 
or (6) a long-term lease on a suitable house. It is understood that 
there are few adequate houses available for rental purposes and that 
those that might be leased would involve exorbitant rentals. It 
would be helpful to the subcommittee, therefore, if you would submit, 
through the appropriate officer. of the Department, a complete résumé 
of the actions taken in connection with this matter, with your recom- 
mendations for action by the Congress for necessary legislative au- 
thorization as may be required to proceed with any pending proposal 
to correct this situation. 


Availability of foreign currencies in Switzerland 

It would be helpful to the subcommittee and to the Congress if 
you would have the appropriate official of the Department advise 
whether or not local or other foreign currency credits are available, 
or could be made available, should the building programs for new 
headquarters and the residence for the principal officer be approved, 
including the best available estimate as to the total cost that would 
be involved both in dollars and foreign currencies which might be 
applied for these purposes. 


Need for commercial attaché in Geneva 


In addition to responsibilities of the U.S. Government in connec- 
tion with the operations of the United Nations and other international 
programs there also appears to be a need for improvement in the 
services required by American business firms in Geneva. The sub- 
committee was informed that there are at present some 63 American 
firms who maintain offices, local, regional, or worldwide in Geneva, 
and that it is estimated that approximately 30 additional American 
firms are now considering establishing offices in Geneva within the 
next few years. Information available to the subcommittee staff 
indicated that at the present time the commercial activities of the 
consulate are handled by a single Swiss local employee who, in addi- 
tion, has many other responsibilities in connection with services pro- 
vided for American visitors to Geneva. From this preliminary study, 
it would appear that a commercial attaché is needed at Geneva, in 
order to submit necessary reports on certain economic activities 
immediately within the jurisdiction of the Geneva post, which it is 
understood is not now covered completely by the economic reportin 
officer of the American Embassy in Berne. It was further indicated 
that the present economic section of the consulate at Geneva is not 
able to perform the usual diplomatic economic reporting as at other 
foreign-service posts since it is wholly occupied with representation 
in organizations such as ECE, GATT, ECOSOC, and other such 
groups. 


40853—59——2 
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Reorganization proposals for U.S. resident delegations and consulate 
general in Geneva 


The subcommittee requests that full information be submitted rel- 
ative to a proposed reorganization program for the Geneva office, 
which it is understood is now being considered by the Department 
of State. There appears to be a need for the Department to evalu- 
ate the management and operations of the Geneva post in view of 
the multiple activities being performed by that office, includin 
(a) U.S. representation at European offices of United Nations an 
other international organizations located in Geneva, and (6) the nor- 
mal consulate activities which have aceelerated from the extremely 
heavy American tourist traffic through Geneva and the numerous 
conferences held in Geneva. It is understood the latter category 
involved more than 1,500 persons visiting Geneva in 1958, for whic 
the administrative staff provided services required for the delegations 
to perform their assignments. 

In order that the subcommittee may give this matter further 
consideration, and the basic information required may be submitted 
to the appropriate jurisdictional committees of the Congress, it is 
sewed that complete details relative to any proposed reorganiza- 
tion program of the Geneva office under consideration by the Depart- 
ment be furnished to the subcommittee as well as the cost that would 
be involved if such reorganizations are effected. 


LONDON, ENGLAND 


As a matter of information, it would also be most helpful to this 
subcommittee if you would supply complete details relative to the 
building program now underway in London. The subcommittee 
would like to have specific information in connection with the building 
proj ram in the London area, as follows: (a4) The cost of the new 

assy building now being constructed on Grosvenor Square; (6) 
the amount of American dollars, Public Law 480, lend-lease credits, 
counterpart or other foreign credits or currencies now being expended 
or authorized to be expended for this purpose; (c) the estimated 
value of property now owned by the U.S. Government which will 
be disposed of upon completion of the new building; (d) space that 
is now being leased by the U.S. Government which will be released 
before or after completion of the new building; (e) cost of housing 
facilities provided for employees now owned or leased by the U.S. 
Government in London, including details relative to the use of British 
currencies in the procurement of housing for such personnel, includ- 
ing an estimate of the cost in dollars, either through allowances to 
employees or any other manner, now being expended; and the 
amount allowed for representation expenses in dollars and in foreign 
currencies in Great Britain. 

Thanking you for your interest and cooperation in this matter, I am, 
with highest regards, 

Sincerely yours, 


Husert H. Humpurey, 
Chairman, Subcommittee on Reorganization and International 
Organizations. 
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DEPARTMENT OF STATE, 
Washington, May 8, 1959. 
Hon. Husert H. Humpurey, 
Chairman, Subcommittee on Reorganization and International Organiza- 
tions, Committee on Government Operations, U.S. Senate. 


Dear Senator Humpurey: Reference is made to your letter dated 
January 9, 1959, concerning the study your Subeommittee on Reor- 
ganization and International Organizations of the Senate Committee 
on Government Operations made of problems confronting U/S. 
Embassies and consulates in Western Europe. Your letter was 
acknowledged on January 21, 1959. 

In accordance with an understanding with the staff members of the 
committee, there is enclosed a detailed statement concerning realty 
problems at Paris, London, and Geneva. In view of the complexity 
of these problems, they have been discussed at considerable length in 
several informal conferences between Mr. William P. Hughes, Director, 
Office of Foreign Buildings, and members of the staff of your com- 
mittee. It is my understanding that this statement and these 
conferences are responsive to questions raised in your letter. 

If I can be of any further assistance, please do not hesitate to call 
on me, 

Sincerely yours, 
Wiuuiam B. Macomser, Jr., 
, Assistant Secretary. 
(Enclosure: Statement on realty problems.) 


Detaits CoNCERNING REALTY PrRoBLEMS AT Paris, LONDON, AND 
GENEVA 


This statement will supplement the several informal conversations 
held between representatives of the Department of State and the 
staff of the Committee on Government Operations in connection with 
various important realty matters abroad. These informal discussions 
were held in response to the letter to the Secretary dated January 9, 
1959, from Senator Humphrey, chairman of the Subcommittee on 
Reorganization and International Organizations. Most of the data 
in response to the specific questions contained in the letter have been 
provided :to the staff members during the course of these informal 
conversations. The Department desires, however, to bring to the 
attention of the committee several recent developments of importance 
relating to property matters in Paris, London, and Geneva. 


PARIS, FRANCE 


The Department has long been concerned with the necessity for 
developing a realistic buildings program for our civilian government 
activity in Paris. At the present time, the main U.S. Government- 
owned properties are as follows: 


Estimated sales 
value 

2 Avenue Gabitetsi0is ftuooD. wieiael! ee iis ed eb 1 $2, 622, 105 
4 Avenue Gabriel___________- Be ee a ce ds iw eee 3 1 §37, 867 
2 Rue St. Florentin—The Talleyrand. . __-.-.------------ xine 1, 500, 000 
SO een Be eee) | et ee eae “eS con 1, 000, 000 
41 Rue du Faubourg St. Honoré—The Rothschild House. --- - - - -. 2,200,000 
20 Rue Quentin Bauchart.. ; . <6. - a0 -eyecnqqceswen-s-- easiest 600, 000 
2 Avenue d’Iéna____ _ __ a ee a aba. Ce dcetna tl abiced absent 1 254, 000 


1 Acquisition cost. 
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After carefully studying all aspects of property matters in Paris, 
the Department has assigned first priority to achieving the construc- 
tion of a supplementary office building. In this connection, during 
the course of our recent hearings this proposal was the subject of 
considerable discussion between representatives of the Department, 
the House Subcommittee on Appropriations, and a subcommittee of 
the House Foreign Affairs Committee, The text of these hearings 
has not yet been published. 

The Department has concluded that the erection of a new building 
will enable it to consolidate the office portion of our mission in Paris 
and thereby serve the best interest of our Government at this impor- 
tant post. 

If negotiations with the French authorities are successful, the 
Department plans, as 2 part of the program for the construction of a 
new office building, to dispose of those properties now used for office 
purposes which would become surplus to our needs. It is felt that 
if the Talleyrand Building site is not used for the new office building 
location, this building will be of considerable interest to the French 
Government, and it is the hope of the Department that it will be 
possible to work out a mutually acceptable arrangement whereby 
title to this valuable property would be transferred to an agency of 
the French Government in view of its historic interest and prominent 
location on the Place de la Concorde. 


Purchase of staff housing 


As the committee is aware, the Department through its buildings 
program has not engaged in “‘free’’ use of foreign currencies generated 
by the operation of Public Law 480. The Department has consist- 
ently used all types of foreign currency to the maximum extent possi- 
ble in the buildings program but has always been required by law to 

urchase such currencies with appropriated dollars from U.S. Treasury 
oldings. 

Pree: the last session of Congress, Public Law 480 was amended 
to permit utilization of such currencies in the buildings program pro- 
vided any such amounts utilized are approved or considered within 
the appropriation acts. The Department, in the light of this amend- 
ment, has prepared a supplemental foreign currency budget for the 
buildings program in the amount of $8,190,000 as a supplement to 
its 1960 budget. 

The Department has received several proposals, as commented on 
by Senator Humphrey, for the purchase of additional housing units 
in Paris, using local currencies to the maximum extent as a means 
of saving U.S. dollars. These units, generally apartment units in 
cooperative buildings, are extremely expensive, costing in excess of 
$100,000 each. The Department feels that this is an excessive in- 
vestment to make in a suit for middle and lower grade personnel. 
It may be that the Department will be in a position to further con- 
sider housing proposals for Paris in the near future and it shares the 
feeling of the committee for the necessity of reducing “lost time” in 
searches by personnel for suitable housing accommodations. 


GENEVA, SWITZERLAND 


The Department appreciates the committee’s concern for our physi- 
cal setup in Geneva. The Department has been seeking for several 
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years suitable Government-owned quarters for our principal officer 
in Geneva as well as an appropriate office building that would house 
both the consul general and provide facilities to accommodate our 
Government in the many conferences in which it participates in 
Geneva. Up to the present time it has not been possible, mainly 
because of the excessive cost involved, to obtain appropriate Govern- 
ment-owned accommodations to meet the requirements of this 
important post. 

The Department has just recently opened tentative discussions 
with a responsible group of businessmen, both Swiss and American, 
that may well lead to the construction of suitable facilities in Geneva 
at an early date. Such a proposal is now under developing discussion 
and mae involve construction of sorely needed facilities, to the plans 
and specifications of the Department, on a long-term lease basis with 
an option to purchase running to the U.S. Government. Further 
discussions on this proposal are scheduled for Geneva in the next 
several weeks. At this time the proposal has not progressed suffi- 
ciently to permit of an estimate of cost or other pertinent details. 

So far as the Department is aware, no foreign currencies as such are 
available in Switzerland. As the committee knows, the Swiss franc 
is hard currency and is acceptable to almost anyone engaged in real- 
estate transactions. The Department knows of no program now being 
operated by our Government that will produce Swiss francs as a foreign 
currency availability for carrying out the buildings program in 
Geneva. It may well be, however, that when the specifics of the 
proposal are firmly developed, it will be possible to work out with this 
association some means of payment that would include the utilization 
of other foreign currencies now held in excess amounts by the U.S, 
Treasury. 

LONDON, ENGLAND 


New Embassy office building 


The Department now has under construction on the west side of 
Grosvenor Square in London a new Embassy office building. This 
structure is about 40 percent complete and is scheduled for completion 
in January 1960. The estimated cost is about $4,800,000, being paid 
largely in pounds sterling as a part of the old lend-lease settlement 
account of the British Government. No Public Law 480 funds as 
such are included in the payment for this structure. The entire 
estimated cost of $4,800,000 is a foreign-currency cost except for the 
architectural fees of about $250,000, which are being paid largely in 
U.S. dollars to the American architect, Eero Saarinen. 

On the basis of the present size and complement of U.S. mone 
activity in London, it is believed this building will accommodate all 
civilian activity of our Government at this important post and will 
provide space facilities for the military attachés of the Defense 
Department. Unless some unexpected event takes place, the De- 
partment believes it will be possible to relinquish other leased space 


for civilian activities in and around Grosvenor Square, the current 
rentals of which approximate $150,000 a year. 
Disposal of 1/3 and 5 Grosvenor Square 

As a part of the program for the construction of a new chancery in 
London, the Department plans to dispose of the old chancery proper- 
ties at 1/3 and 5 Grosvenor Square as soon as the new chancery is 
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completed and occupied. In fulfillment of this understanding, the 
Department is finalizing with the London County Councik and the 
Duke of Westminster’s estate the use license for these properties and 
will call for their disposal later this spring or early this summer, 
giving vacant possession upon occupancy of the new chancery. 
Present estimates indicate that these properties will yield about 
$3,500,000. 


20 Grosvenor Square 


The committee is aware that the U.S. Government owns the prop- 
erty known as 20 Grosvenor Square, London, now occupied entirely 
by the Navy Department as a command post for U.S. Naval Forces 
Eastern Atlantic and Mediterranean (CINCNELM). 

This property was acquired by the State Depsrtment in 1947 at a 
cost of $4,200,000 and housed this Navy activity, the visa operation, 
USIA activities, and a number of U.S. programs then operating in 
London. At the present time it is occupied exclusively by the Navy 
Department, all civilian activities having been assembled in 1/3 and 5 
Grosvenor Square and in certain rented property in and around the 
square. 

At the time of the presentation of the program for the new chancery, 
the Department committed itself to the House Appropriations Com- 
mittee to dispose of 20 Grosvenor Square as soon as practical after 
the construction and occupancy of the new chancery. In accordance 
with this commitment the Department has notified the Navy Depart- 
ment that it should vacate the premises by December 31, 1960. 
The Department feels that it will be able to realize at least $4,500,000 
and perhaps $5 million from the disposal of this property. 


* * 


The foregoing statement deals with the questions raised in Senator 
Humphrey’s letter concerning physical property matters at the several 
— mentioned. As indicated above, durmg the course of our recent 

earings before the House Appropriations and the Foreign Affairs 
Committees these matters were throughly covered. In addition, the 
Department hopes to discuss these matters with the appropriate Senate 
committees during the next few months. 

The interest shown by the committee in these problems is appreci- 
ated and it is hoped that the above information is fully responsive to 
the chairman’s inquiry. If it is ible for us to furnish the com- 
mittee additional information on these or any other matters involving 
our buildings and currency problems abroad, it shall be our pleasure 
to do so. 

Wriuam P. Hueues, 
Director, Office of Foreign Buildings. 
Aprit 1959. 





Unper SECRETARY OF THE TREASURY, 
Washington, January 22, 1959. 


Hon. Husert H. Humpurey, : 

Chairman, Subcommittee on Reorganization and International Organi- 
zations, Senate Office Building, Washington, D.C. 

My Dear Senator: As requested in your letter of January 12, 

1959, to Secretary Anderson, we are enclosing a copy of our quarterly 

“Report on Foreign Currencies in Custody of the Treasury Depart- 
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ment,’’ which gives the balances on hand as of September 30, 1958, 
both by country and the program which generates the currency. It 
should be noted, however, that the total balances on hand as. of a 
iven date are not indicative of the availability of foreign currencies 
or any particular programs. The importance of this qualification 
becomes apparent when applied to the specific European countries 
about which you inquire, and is true of other countries as well. 

As you will note in the report, there were on September 30, foreign 
currency balances totaling approximately $25 million in French francs, 
$38 million in German marks, and $30 million in British pounds. 
There was no balance of Swiss francs. The situation is, however, that 
of the $30 million in British pounds about $28.5 million is, by the 
terms of the Public Law 480 agreements, which generated them, 
usable only for military housing. The bulk of the balance repre- 
sents interest earned on U.S.-owned pound balances and deposits 
of counterpart funds both of which are available only for sale to 
U.S. agencies against payment in dollars. These pounds have now 
been sold and, while there are continuing receipts from these sources, 
they are quite small in terms of our requirements and are sold within 
a short time of their receipt. 

The situation in Germany is similar to that in the United Kingdom. 
Of the approximately $38 million balance in deutsche marks, $30 million 
is available only for the payment of former prisoners of war of the 
United States. About $3 million represent funds contributed by Ger- 
many to meet local expenses of our military mission and could not be 
diverted to other uses. The remaining amount, equivalent to about 
$4 million, was drawn down under the United States-German surplus 
property credit and has been sold to agencies which require them. 
There will continue to be drawdowns of these funds but they are 
limited to amounts which represent but a small fraction of the United 
States requirements. Consequently, any deutsche marks received 
which are available for general use are immediately used. 

The French franc balances are also committed in the same way and 
any which come into our accounts, and which are not set aside by 
agreement for other purposes, are immediately sold to U.S. agencies 
to meet their operating expenses. 

As can be seen from the above, any balances available for general 
use in these countries are transitory and, in fact, do not begin to meet 
the operating requirements of the U.S. agencies having operations 
there. Millions of dollars are spent each year to acquire such cur- 
rencies from local banks. Also, it should be noted that the balances 
available in Treasury accounts for general use must be sold to the 
agencies against their appropriated dollars which then constitute re- 
ceipts of the U.S. Government. Consequently, they are as valuable 
to us as dollars and there would seem to be no point in earmarkin 
hee for a particular purpose, such as the improvement of Embassy 

uildings. 

In contrast to the analysis above there are a few countries where 
foreign currencies have been generated which are available for general 
local use, and which will meet estimated U.S. requirements in these 
countries for a number of years into the future. Also, as more cur- 
rencies are generated under new or continuous s, and as loan 


repayments in foreign currency are made to the nited States, the 
possibility of additional accumulations, particularly outside Europe, 
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is enhanced. Since accumulations of currency may depreciate in 
value before they can be used for normal expenditures it might well 
be to the benefit of the United States to utilize these currently for 
some new programs. 

The foreign currency situation varies considerably from country to 
country and generalized statements may not be applicable to par- 
ticular situations. We would therefore be happy to discuss with 
members of your staff any specific questions that may arise. 

Sincerely yours, 
JuLIAN B. Barro, 
Under Secretary. 


(Enclosure: Report on foreign currencies in custody of the Treasury 

Department.) 
Marca 10, 1959. 
To: Committee on Government Operations. 
From: T. Page Nelson, Office of International Finance, Treasury 
Department. 
Subject: Treasury Holdings of Foreign Currencies in Selected Euro- 
pean Countries. 

Attached is a table I prepared following our telephone conversation 
last week which I hope will give a clearer picture of our foreign currency 
holdings in the countries you mentioned. (Sweden and Switzerland 
are not included in the table because there are no holdings in those 
countries.) 

It may also be helpful to give here a further explanation of the han- 
dling of foreign currencies. The principal points to bear in mind are: 

1. The currencies. may be used only in accord with the U.S, 
laws and international agreements under which they were ac- 
quired. Thus, in many instances their use is definitely prescribed. 

2. Unless there is some provision of law to the contrary, they 
may not be transferred to other agencies without payment by 
the receiving agency of dollars from its appropriated funds. To 
do otherwise would, in effect, result in the supplementation of the 
appropriation of the receiving agency beyond the amount author- 
ized by the Congress. 

3. The procedure described above is considered as necessary 
for the proper fiscal handling of the currency. The Congress 
affirmed this procedure (which was recommended by the Treasury, 
the Bureau of the Budget, and the General Accounting Office) by 
enacting section 1415 of the Supplemental Appropriation Act of 
1953, which requires any use of U.S. foreign currency holdings 
to be authorized in appropriation acts. This has been further 
supplemented annually by provision in the General Government 
Matters Appropriation Act (see sec. 209 of the act of June 25, 
1958), which requires reimbursement to be ‘‘made to the Treasury 
from applicable appropriations of the agency concerned,”’ 

4, Exceptions to the above general procedure may be made only 
when there is legislation waiving the provision of section 1415 
to permit the use of the currency without payment. Public Law 
480, which is now the principal program generating foreign cur- 
rency, affords an example of the waiver of section 1415 for certain 
of the purposes in section 104 thereof. It should be noted how- 
ever, that the recent additions to the uses permitted under sec- 
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tion 104 (paragraphs k, 1, m, n, and 0) are all, in effect, brought 
within the terms of section 1415 by their language which requires 
provision to be made in appropriation acts. Also, section 105 
provides that any agency using Public Law 480 foreign curren- 
cies must pay for them if used for a purpose for which funds 
(dollars) have been appropriated. 

Sinee, as indicated in Mr. Baird’s letter to Senator Humphrey, this 
is a rather complicated subject, I will be glad to try and answer any 
—— questions you may have and provide additional data if you 
wish. 
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